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This  publication  contains  information  on 
PCA  members  and  their  loans  obtained  in  a 
survey  made  in  1956.  In  this  survey  each 
production  credit  association  furnished  in- 
formation on  a sample  of  approximately  10  per- 
cent of  the  loans  outstanding  on  June  30,  1956. 
The  data  obtained  cover  most  of  the  same 
general  fields  included  in  the  survey  of  bank 
loans  to  farmers  summarized  in  the  series  of 
articles  in  the  Federal  Reserve  Bulletin,  be- 
ginning with  the  one  entitled  “Farm  Loans  at 
Commercial  Banks”  in  the  November  1956 
issue. 

In  this  summary  of  production  credit  asso- 
ciation loans,  data  obtained  in  the  survey  are 
supplemented  by  other  information  compiled 
regularly.  Data  from  the  survey  appear  in 
tables  8 to  15.  Table  7 contains  data  from 
both  the  survey  and  Farm  Credit  Administra- 
tion records.  All  other  information  is  from 
Farm  Credit  Administration  records.  Data 
for  the  Production  Credit  Association  in 
Puerto  Rico  are  excluded  except  in  tables  2, 
5,  and  6. 
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497  Production  Credit  Associations 


HIGHLIGHTS 


A survey  covering  about  a 10  percent  sample  of  loans  out- 
standing on  June  30,  1956,  together  with  information  from  other 
sources,  provide  a more  complete  picture  of  lending  activities  of 
production  credit  associations  and  the  characteristics  of  their 
loans  and  borrowers  than  has  been  available  heretofore. 

The  interest  rates  PCA  members  were  paying  on  loans  out- 
standing June  30,  1956,  ranged  from  5 to  7 percent.  The  aver- 
age rate  paid  by  all  members  in  the  calendar  year  1956  was  5.71. 
Service  fees  and  other  charges  averaged  .49  percent  making  a 
total  average  cost  to  the  borrower  of  6.20  percent. 

While  the  average  size  PCA  loan  outstanding  June  30,  1956, 
was  $3,419,  the  amount  outstanding  on  71  percent  of  the  loans 
was  less  than  $3,000.  The  median  loan  outstanding  was  $1,599. 

Payment  of  current  operating  and  living  expenses  was  reported 
as  a purpose  of  the  loans  to  81  percent  of  all  borrowers  and 
accounted  for  59  percent  of  the  total  cash  advanced  during  the 
year.  Another  current  expense  was  to  purchase  feeder  livestock 
which  amounted  to  9 percent  of  the  cash  advanced. 

About  18  percent  of  the  cash  advanced  was  used  for  capital 
investment  needs  --  buying  machinery  and  livestock  other  than 
feeders,  and  for  improving  land  and  buildings.  Other  purposes 
were  9 percent  to  pay  debts,  1^  percent  to  buy  real  estate,  and 
4 percent  for  miscellaneous  purposes. 

Needs  for  credit  with  intermediate-term  repayment  schedules 
were  met  by  planned  renewals  of  annual  notes  or  by  writing 
notes  with  maturities  up  to  3 years.  Two-thirds  of  all  renewals 
represented  renewals  which  were  planned  at  the  time  the  loan 
was  made. 

About  85  percent  of  the  number  of  loans  were  secured  by 
chattel  mortgages  and  crop  liens  or  both  including  loans  with  the 
additional  security  of  an  endorser  or  co-maker  or  a real  estate 
mortgage. 

About  25  percent  of  the  borrowers  were  engaged  in  general 
farming,  19  percent  principally  in  livestock  (meat  animal)  oper- 
ations, 18  percent  in  dairying,  14  percent  in  cotton  growing,  9 
percent  in  cash  grain  farming,  2 percent  in  poultry  raising,  and 
13  percent  in  producing  other  products  such  as  fruits  and  vege- 
tables, tobacco,  and  nuts. 

Of  the  amount  loaned,  36  percent  went  to  livestock  operators, 
21  percent  to  general  farmers,  12  percent  to  dairymen,  10  per- 
cent to  cotton  growers,  9 percent  to  cash  grain  farmers,  2 per- 
cent to  poultry  growers,  and  10  percent  to  those  producing  other 
major  products. 


Individual  farmers  and  stockmen,  both  full-time  and  part- 
time,  comprised  about  93  percent  of  all  borrowers;  6 percent 
were  partnerships;  0.3  percent  corporations;  and  the  remainder 
types  not  specified.  Of  the  amount  loaned,  73  percent  went  to 
full-time  farmers;  8 percent  to  part-time  farmers;  14  percent  to 
partnerships;  3f  percent  to  corporations;  and  the  remainder  to 
“other.” 

About  62  percent  of  the  borrowers  had  net  worths  between 
$10,000  and  $99,999.  These  borrowers  accounted  for  58  percent 
of  the  amount  of  credit  advanced.  Nearly  26  percent  had  net 
worths  of  $3,000  to  $9,999.  They  received  9 percent  of  the 
amount  loaned.  About  5 percent  of  the  borrowers  reported  net 
worths  of  $100,000  or  more  and  received  31  percent  of  the  amount 
loaned.  Seven  percent  had  net  worths  under  $3,000  and  received 
between  1 and  2 percent  of  the  amount  loaned. 

About  76  percent  of  all  member-borrowers  were  owner- 
operators,  including  part  owners,  21  percent  were  tenants  or 
share  croppers,  and  about  3 percent  landlords.  Owner-operators 
obtained  81  percent  of  the  total  credit  advanced,  tenants  or  share 
croppers  17  percent,  and  landlords  2 percent. 

Fifty-three  percent  of  all  borrowers  were  45  years  of  age 
and  over;  29  percent  were  35-44  years  old;  16  percent  were 
25-34  years  old;  and  2 percent  were  under  25.  About  51  percent 
of  the  total  amount  of  credit  advanced  went  to  borrowers  45  and 
over;  30  percent  to  those  35-44;  17  percent  to  those  25-34;  and 
about  2 percent  to  those  under  25. 


PCA  Members  and 
Their  Loans 


THE  497  production  credit  associations  and  12  Federal  inter- 
mediate credit  banks  comprise  one  of  the  major  sources  of 
short-  and  intermediate-term  credit  for  farmers  in  the  United 
States.  New  data  obtained  in  a survey  as  of  June  30,  1956,  provide  a 
basis  for  presenting  a broader  summary  of  production  credit  associa- 
tion loan  activities  and  borrower  characteristics  than  has  been  possible 
before. 

The  fiscal  year  1956,  when  the  survey  was  made,  marked  the  largest 
volume  of  loans  made  by  these  associations  in  any  year  since  they 
were  organized  in  1933.  In  the  12  months  ended  June  30,  1956,  farmers 
and  ranchers  obtained  269,075  loans  for  $1.4  billion  and  on  that  date 
they  had  249,987  loans  outstanding  amounting  to  $855  million,  which 
was  also  a peak  figure. 


Credit  Needs  Rising 


This  record  volume  reflected 
the  upward  trend  in  farmers y 
needs  for  production  credit.  As 
shown  by  table  1,  these  needs, 
supplied  by  the  principal  lending 
institutions,  have  increased  more 
than  2|  times  since  1945.  Some 
of  the  more  important  factors  con- 
tributing to  this  trend  have  been 
the  rising  costs  of  farm  operation, 
in  relation  to  the  level  of  com- 
modity prices,  unfavorable  grow- 
ing conditions  in  widespread 
areas,  expanded  use  of  mechanical 
power  and  equipment,  and  the  in- 
creased size  of  farms. 

The  cooperatively  organized 


Production  Credit  System  is  keep- 
ing pace  with  this  increased 
demand  for  operating  credit  for 
farmers.  As  shown  in  table  1,  the 
amount  of  such  credit  supplied  by 
the  associations  since  World  War  n 
has  been  a slightly  increased  pro- 
portion of  the  total  operating 
credit  provided  by  the  principal 
lending  institutions.  The  general 
upward  trend  in  the  dollar  amount 
furnished  is  indicated  further  by 
the  following  figures  showing  for 
the  years  indicated  the  number 
and  amount  of  loans  made  and  the 
number  and  amount  of  outstanding 
PCA  loans: 


Year  ended 

Loans  made 

Loans 

outstanding 

June  30 

Number 

Amount 

Number 

Amount 

($1,000) 

($1,000) 

1945 

214,341 

$494,772 

188,351 

$262,773 

1950 

280,974 

958,038 

250,647 

526,573 

1955 

270,520 

1,314,283 

248, 177 

794,877 

1956 

269,075 

1,414,453 

249,987 

854,721 

i 


Loans  Increasing  in  Size 


The  response  of  the  production 
credit  associations  to  the  expand- 
ing credit  requirements  on  indi- 
vidual farms  and  ranches  is 
reflected  in  the  data  on  sizes  of 


loans.  The  following  shows  the 
trends  since  1945  in  the  average 
size  of  loan  made  and  in  the  aver- 
age size  of  loan  outstanding  on 
June  30  in  the  United  States: 


Year  ended 
June  30 


Size  of  loan 
made 


Size  of  loan 
outstanding  June  30 


1945 

$2,308 

1950 

3,410 

1955 

4,858 

1956 

5,  257 

$1,395 
2,  101 
3,203 
3,419 


A classification  of  both  the 
number  and  amount  of  loans  out- 
standing on  June  30,  1956,  by  size 
of  loans,  is  given  in  table  2.  This 
table  shows  that  about  58  percent 
of  the  number  of  loans  outstanding 
had  balances  of  $2,000  or  less. 
About  26  percent  of  the  loans  had 
balances  of  from  $2,001  to  $5,000 
and  about  16  percent  of  the  balances 

Interest 

The  principal  source  of  loan 
funds  of  a production  credit  asso- 
ciation is  the  Federal  intermediate 
credit  bank  of  the  district  in  which 
the  association  is  located.  The 
associations  rediscount  farmers' 
notes  with  these  banks  and  also 
borrow  from  them. 

The  intermediate  credit  banks 
obtain  their  loan  funds  by  selling 
consolidated  debentures  (short- 
term bonds)  in  the  investment 
markets.  The  discount  rates 
charged  associations  by  the  banks 
are  based  on  and  fluctuate  with  the 
rates  at  which  their  debentures 
are  sold.  In  recent  years  the 
spread  between  the  average  rates 
charged  associations  by  the  banks 
and  the  average  rate  paid  on 
debentures  outstanding  was  0.27 


amounted  to  $5,001  or  more.  The 
median  loan  outstanding  was  $ 1,599. 

A larger  proportion  of  the 
amount  of  loans,  however,  was  in 
the  larger  loans.  About  44  per- 
cent of  the  amount  was  in  loans  of 
$2,001  to  $10,000,  41  percent  in 
loans  of  $10,001  or  more,  and  15 
percent  in  loans  amounting  to 
$2,000  or  less. 

Costs 

percent  in  1954,  0.47  percent  in 
1955,  and  0.05  percent  in  1956. 

Changes  in  the  Federal  inter- 
mediate credit  banks'  discount 
rates  for  selected  years  are 
shown  in  table  3.  It  will  be  noted 
that  in  1945  and  1946  when  the 
banks  were  able  to  sell  debentures 
bearing  relatively  low  rates  of 
interest,  the  discount  rates  were 
uniformly  1^  percent.  The  trend 
of  money  costs  has  been  upward 
for  several  years  and  discount 
rates  were  advanced  accordingly. 

Beginning  in  the  latter  half  of 
1953  and  continuing  until  the 
summer  of  1954,  there  was  a 
decline  in  money  costs  which  is 
reflected  in  the  lower  discount 
rates  in  1955.  The  subsequent 
rise  in  money  rates  likewise  was 
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followed  by  increased  discount 
rates.  On  June  30,  1956,  they 
ranged  from  3 to  3^  percent. 

The  rate  of  interest  charged  by 
a production  credit  association 
is  the  rate  authorized  by  the  Fed- 
eral intermediate  credit  bank  of 
its  district,  and  fees  and  other 
charges  may  be  prescribed  by  the 
association  subject  to  the  approval 
of  the  bank.  The  discount  rate 
which  the  association  must  pay  to 
the  Federal  intermediate  credit 
bank  is  a major  factor  in  estab- 
lishing the  interest  rate  which  it 
will  charge  borrowers.  Changes 
in  association  rates  of  interest 
therefore  tend  to  reflect  changes 
in  the  intermediate  credit  bank 
discount  rates.  Operating  costs 
of  the  association  and  the  need  for 
making  provision  for  losses  also 
are  considered  in  determining  the 
interest  rate  and  loan  service  fees. 

The  more  common  plan  used 
by  those  associations  charging 
service  fees  is  a graduated 
schedule  which  calls  for  rates  per 
thousand  dollars  of  loan  that 
decline  as  the  amount  of  loan  in- 
creases. While  the  interest  rates 
and  schedules  of  fees  vary  from 


one  association  to  another,  all 
borrowers  from  each  association 
pay  the  same  rates  of  interest 
and  the  same  schedule  of  service 
fees. 

In  the  mid- 1940’s,  most  asso- 
ciations were  charging  their  bor- 
rowers interest  at  the  rate  of 
4j  percent.  As  money  costs 
moved  upward  and  discount  rates 
of  the  Federal  intermediate  credit 
banks  were  advanced,  the  rates  of 
interest  charged  borrowers  by 
associations  also  increased  so 
that  for  the  calendar  year  1956  the 
average  rate  charged  farmer- 
borrowers  was  5.71  percent 
(table  5).  As  shown  by  table  4, 
only  4 percent  of  the  associations 
were  lending  at  5 percent.  The 
rate  for  about  two-thirds  of  the 
associations  was  6 percent,  with 
22  percent  lending  at  5|.  This 
general  upward  trend  in  interest 
rates  paid  by  borrowers  from 
1945  to  1956  is  shown  in  table  5. 
In  addition,  the  table  shows  the 
average  rates  of  charge  in  the 
form  of  loan  service  fees  during 
the  same  period.  Similar  figures 
by  districts  are  given  for  1955  and 
1956  in  table  6. 


Renewals 


Production  credit  association 
loans  are  designed  to  serve  both 
the  short-  and  intermediate-term 
requirements  of  farmers.  Since 
the  major  portions  of  such  loans 
are  used  to  cover  general  oper- 
ating and  living  expenses,  most 
loans  are  made  for  terms  of  not 
more  than  one  year.  When  bor- 
rowers need  more  than  a year  for 
repayment,  especially  where  loans 
are  for  capital  and  semi-capital 
purposes,  various  arrangements 
are  made  to  adapt  the  repayment 
schedule  to  the  individual  bor- 


rower’s situation.  In  some  in- 
stances the  note  is  written  for  a 
term  of  more  than  a year.  Such 
intermediate-term  loans  are  dis- 
cussed in  the  next  section  of  this 
report. 

The  most  common  arrangement 
for  providing  credit  for  inter- 
mediate-term needs  is  to  renew 
a part  of  the  loan.  The  specific 
renewal  arrangement  is  usually 
determined  on  the  basis  of  an 
operatingplan  prepared  at  the  time 
the  loan  is  closed.  This  plan  will 
indicate  when  loan  advances  will 
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need  to  be  made  to  the  borrower, 
the  sources  from  which  repay- 
ments are  to  be  made,  and  the 
approximate  dates  when  such  funds 
will  be  available.  If  it  appears 
from  this  plan  that  some  portion 
of  the  advances  for  capital  pur- 
poses cannot  be  repaid  during  the 
year,  the  association  and  the  mem- 
ber will  come  to  a mutual  under- 
standing regarding  the  appropriate 
portion  that  may  be  renewed  pro- 
vided, of  course,  that  satisfactory 
progress  is  being  made  in  the 
farming  operation.  Such  renewals 
are  referred  to  as  “planned” 
renewals. 

Renewals  may  be  made  also  be- 
cause of  conditions  that  were  not 
anticipated  at  the  time  the  loan 
was  made.  Crop  failure  or  a fall 
in  prices  may  have  reduced  farm 
income  to  an  extent  which  would 
not  permit  making  the  repayments 
originally  planned.  Other  unfore- 
seen situations  may  disrupt  the 
repayment  schedule. 

It  will  be  noted  from  table  7 
that  renewals  are  a common  method 
of  extending  repayments  over 
periods  of  more  than  1 year.  Of 
the  total  number  of  loans  made 
Farm  Credit  Administration  re- 
cords show  42  percent  were  re- 

Intermediate-Term 

In  order  to  provide  greater 
flexibility  in  financing  intermediate- 
term  credit  needs,  the  making  of 
loans  with  terms  up  to  3 years  was 
initiated  in  1955.  Later,  the  Farm 
Credit  Act  of  1956  extended  the 
permissible  term  to  5 years. 
These  longer-term  loans  call  for 
regular  repayments  spread  over 
the  term  for  which  the  note  is 
written  and  do  not  require  annual 
renewals.  Since  such  loans  are 
used  mainly  for  capital  and  semi- 
capital  purposes,  supplementary 


newed.  The  survey  showed  that 
68  percent  or  about  two-thirds  of 
the  renewals  had  been  planned  at 
the  time  the  loans  were  closed.  In 
the  case  of  the  amounts  of  loans, 
25  percent  were  renewed.  The 
survey  showed  56  percent  of  the 
amount  of  renewals  in  the  sample 
had  been  planned. 

There  was  considerable  varia- 
tion between  Farm  Credit  districts 
in  the  amounts  and  kinds  of  re- 
newals. Renewals  were  less  fre- 
quent in  the  southern  States 
involving  19  and  18  percent  of  the 
number  in  the  Columbia  and  New 
Orleans  districts,  respectively. 
The  highest  percentages  renewed 
were  in  the  Springfield  and  Omaha 
districts  with  71  and  65  percent, 
respectively.  The  smallest  per- 
centage of  the  number  of  renewals 
that  had  been  planned  was  in  the 
Houston  district  --45  percent  — 
where  drought  conditions  un- 
doubtedly contributed  to  a relatively 
large  percentage  of  unplanned  re- 
newals. The  highest  percentage  of 
number  of  planned  renewals  — 89 
percent  — was  in  the  Springfield 
district.  This  district  also  had  the 
highest  percentage  of  loan  pro- 
ceeds devoted  to  capital  invest- 
ments. 

Loan  Introduced 

loans  with  annual  maturities  are 
frequently  made  to  cover  seasonal 
credit  needs. 

Table  8 gives  the  number, 
amount,  and  purposes  of  the 
intermediate-term  loans  dis- 
counted by  the  Federal  intermediate 
credit  banks  for  production  credit 
associations  during  the  year  ended 
June  30,  1956.  None  of  the  loans 
made  to  that  date  were  for  terms 
longer  than  3 years  since  the  5- 
year  term  was  not  authorized  until 
January  1,  1957.  Data  are  given 
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for  only  10  Farm  Credit  districts 
since  in  two  districts  loans  were 
limited  to  annual  maturities. 

Production  credit  associations 
also  provide  limited  amounts  of 
agricultural  financing  by  investing 
in  loans  insured  or  guaranteed  by 

Purposes 

Production  credit  associations 
make  loans  for  any  agricultural 
purpose,  including  the  financing  of 
operating  expenses  and  capital 
requirements  connected  with  crop 
and  livestock  production,  living 
expenses  and  family  needs,  and 
refinancing  of  debts.  The  survey 
provided  more  complete  informa- 
tion on  the  proportions  of  loan 
proceeds  used  for  various  pur- 
poses than  had  previously  been 
available. 

A general  summary  of  loan  pur- 
poses is  given  in  table  9.  The 
distribution  of  purposes  applies 
only  to  the  cash  advances;  no 
purpose  data  were  obtained  for 
renewals.  In  interpreting  the  data 
in  this  table,  it  should  be  re- 
cognized that  most  farmers  bor- 
row for  more  than  one  purpose. 
Since  two  or  more  purposes  are 
included  in  many  loans,  the  sum 
of  the  percentages  in  the  number 
portion  of  table  9 exceeds  100. 

Payment  of  current  operating 
and  living  expenses  was  reported 
as  a purpose  of  the  loans  to  81 
percent  of  all  farmer-borrowers, 
and  accounted  for  59  percent  of  the 
total  cash  advanced  during  the 
year.  In  addition,  about  9 percent 
of  all  borrowers  obtained  some 
credit  to  purchase  feeder  live- 
stock and  this  purpose  also 
accounted  for  9 percent  of  the  cash 
advanced.  Thus  more  than  68  per- 
cent of  all  cash  advances  were  for 
current  requirements. 


the  Farmers  Home  Administration 
or  the  Commodity  Credit  Corpora- 
tion. As  of  June  30,  1956,  asso- 
ciations in  six  districts  had  such 
investments  totaling  about  $1.6 
million.  Additional  details  of  such 
financing  are  given  in  table  16. 

of  Loans 

These  current  purposes  --  that 
is,  family  living  operating  expenses 
and  purchasing  feeder  livestock  -- 
ranged  in  importance  from  50 
percent  of  the  total  cash  advanced 
in  the  St.  Paul  district  to  79  per- 
cent in  the  Berkeley  district. 
Purchasing  feeder  livestock,  which 
made  up  more  than  19  percent  of 
the  cash  advanced  in  the  Omaha 
district,  accounted  for  less  than 
2 percent  in  the  Springfield 
district. 

Capital  investments  accounted 
for  nearly  18  percent  of  the  total 
cash  advanced.  These  included 
buying  machinery  about  9 percent, 
improvements  to  land  and  build- 
ings 3 percent,  and  purchasing 
livestock,  other  than  feeders,  6 
percent.  About  28  percent  of  all 
farmer-borrowers  borrowed  some 
money  to  buy  machinery,  12  per- 
cent to  improve  land  and  buildings, 
and  15  percent  to  purchase  other 
livestock. 

The  amount  for  capital  invest- 
ments ranged  from  10  percent  in 
the  Berkeley  district  to  27  percent 
in  St.  Paul  and  nearly  29  percent 
of  the  cash  advanced  in  Springfield. 

Loan  proceeds  to  improve  land 
and  buildings,  amounting  to  only 
l|  percent  of  the  total  in  Omaha, 
Wichita  and  Spokane,  accounted 
for  more  than  5 percent  in  the 
Baltimore  and  Springfield  dis- 
tricts. Advances  for  purchasing 
machinery  ranged  from  about  3 
percent  of  the  cash  advances  in 
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Berkeley  to  about  18  percent  in 
Springfield  and  St.  Paul. 

Some  26  percent  of  all  borrowers 
obtained  loans  to  pay  debts  which 
accounted  for  nearly  9 percent  of 
the  total  cash  advances. 

In  the  St.  Paul  district  17  per- 
cent of  the  amount  loaned  went  to 
pay  debts;  in  Louisville  11  per- 
cent; and  about  10  percent  in 
Columbia,  Wichita  and  Spokane. 
In  Spokane  51  percent  of  the  bor- 
rowers obtained  some  money  to 
pay  debts;  in  Omaha  and  Wichita 
39  percent;  in  St.  Paul  35  percent; 
in  Houston  33  percent;  in  St.  Louis 
30  percent;  and  in  Berkeley  and 
Louisville  27  percent. 

Only  2 percent  of  all  borrowers 
had  advances  to  buy  farm  real 
estate  which  amounted  to  only  1\ 
percent  of  the  total  cash  advanced. 

In  Springfield,  Wichita,  and 
Berkeley  about  4 percent  of  the 

Security 

Basically,  the  strength  under- 
lying every  production  credit 
association  loan  is  the  borrower’s 
repayment  capacity.  In  most 
cases,  however,  the  associations 
require  security  in  the  form  of 
mortgages  or  liens  on  chattels, 
growing  crops  or  real  estate,  or 
in  the  form  of  endorsers  or 
guarantors. 

As  will  be  noted  from  table  10, 
the  practice  with  respect  to  taking 
security  varies  widely  among 
Farm  Credit  districts.  The  survey 
showed  that  for  the  system  as  a 
whole,  about  14  percent  of  the 
number  and  9 percent  of  the 
amount  of  loans  were  unsecured 
but  the  proportion  of  cases  where 
no  security  was  taken  varied  from 
47  percent  of  the  number  in  the 
Springfield  district  to  0.2  percent 
in  the  Columbia  district. 


farmer-borrowers  obtained  some 
money  to  buy  farm  real  estate. 
This  accounted  for  6 percent  of  the 
amount  of  cash  advanced  in  Spring- 
field  and  about  2 percent  in  Louis- 
ville, Wichita,  Houston,  and 
Spokane. 

About  38  percent  of  the  mem- 
bers borrowing  obtained  some 
money  for  “other”  purposes. 
These  included  taxes,  paying  for 
production  credit  association 
capital  stock  and  recording  fees, 
and  similar  items  not  included  in 
the  various  purposes. 

The  number  borrowing  for 
“other”  ranged  from  20  percent 
of  the  farmer-borrowers  in 
Columbia  to  66  percent  in  Berkeley. 
The  amount  of  credit  obtained  was 
small,  accounting  for  only  4 per- 
cent of  the  total  cash  advances 
and  averaging  from  2 percent  in 
Columbia  to  6 percent  in  Wichita. 

for  Loans 

On  the  average,  the  associa- 
tions in  the  Springfield,  Baltimore, 
Louisville,  St.  Louis,  and  Spokane 
districts  had  more  than  15  per-  i 
cent  of  the  number  of  their  loans  I 
unsecured.  In  view  of  the  fact  ( 
that  the  number  unsecured  was  ( 
about  14  percent  of  all  loans  while  i 
the  amount  unsecured  was  only  c 
9 percent,  the  unsecured  loans  o 
apparently  tended  to  be  smaller  li 
in  size  than  the  average  of  all  S 
loans.  j j li 

The  most  frequent  type  of  | o] 
security  was  a chattel  mortgage 
or  crop  lien  or  both,  either  alone  ai 
or  in  combination  with  an  endorser  \ 
or  co-maker  or  a real  estate  Si 
mortgage.  Systemwide,  such 
security  was  taken  on  about  85 
percent  of  the  number  and  90  per- 
cent of  the  amount  of  loans.  In 
7 districts  — Columbia,  New 
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Orleans,  St.  Paul,  Omaha,  Wichita, 
Houston,  and  Berkeley  --96  per- 
cent or  more  of  the  amount  of  the 
loans  was  secured  by  chattel 
mortgages  or  crop  liens. 

For  the  United  States  as  a 
whole,  71  percent  of  the  number 
and  about  70  percent  of  the 
amount  of  loans  were  secured  by 
chattel  mortgages  or  crop  liens 
only.  But  the  dependence  upon 
this  type  of  security  varied  from 
97  percent  of  the  amount  in  the 
St.  Paul  district  to  31  percent  in 
the  Columbia  district.  This  wide 
range  resulted  mainly  from  the 
difference  in  the  practice  of  taking 
real  estate  mortgages  as  addi- 
tional security. 

Less  than  1 percent  of  the 
amount  of  loans  in  the  St.  Paul 
district  was  secured  by  real 


estate  mortgages  in  addition  to 
chattel  mortgages  or  crop  liens 
whereas  about  63  percent  in  the 
Columbia  district  was  secured  in 
this  manner.  For  the  System  as 
a whole  about  10  percent  of  the 
number  and  16  percent  of  the 
amount  of  loans  were  secured  by 
this  combination.  Chattel  mort- 
gages or  crop  liens  with  an 
endorser  or  co-maker  as  addi- 
tional security  were  used  less 
frequently,  accounting  for  a little 
over  4 percent  of  both  number  and 
amount  of  total  loans. 

An  endorser  or  co-maker  alone 
or  a farm  real  estate  mortgage 
alone  were  the  least  common 
types  of  security  taken.  System- 
wide,  less  than  1 percent  of  both 
number  and  amount  of  loans  was 
secured  by  each  of  these  methods. 


Types  of  Farming  Operation1 


About  one-fourth  of  the  loans 
were  made  to  farmer-borrowers 
engaged  in  general  farming  (table 
11).  Such  loans  tended  to  be  some- 
what smaller  than  the  average 
since  this  group  of  farmers 
accounted  for  only  21  percent  of 
the  total  amount  of  cash  advanced. 
General  farming  loans  were  most 
common  in  the  Louisville  district, 
where  they  accounted  for  52  per- 
cent of  the  number  and  45  percent 
of  the  amount  loaned.  They  were 
least  common  in  the  Berkeley  and 
Springfield  districts  where  a little 
less  than  9 percent  of  the  number 
of  loans  was  made  to  such  farmers. 

The  largest  share  of  the  credit 
advanced  went  to  livestock  farmers 
who  received  about  37  percent. 
Such  loans  were  relatively  large, 

farm  was  classified  as  "general"  when  a 
farmer  was  engaged  in  producing  products, 
none  of  which  amounted  to  50  percent  of 
his  total  sales  of  farm  products.  When 
sales  of  a product  exceeded  50  percent  of 
the  total  farm  sales  the  farm  was  clas- 
sified hy  that  type  of  product. 


however,  since  they  represented 
only  19  percent  of  the  number  of 
farms.  The  Omaha  district  led  in 
the  amount  of  livestock  financing 
where  59  percent  of  the  number 
and  75  percent  of  the  amount  of 
loans  financed  such  operations. 

Dairy  farmers  also  received  a 
substantial  share  of  credit  in- 
volving 18  percent  of  the  number 
and  12  percent  of  the  amount  of 
loans.  Dairy  farmers  were 
especially  important  in  the  financ- 
ing in  the  Springfield  and  St.  Paul 
districts,  accounting  for  65  per- 
cent and  52  percent  of  the  number, 
respectively,  and  53  percent  and 
42  percent  of  the  amount  of  loans 
in  these  two  districts.  In  the 
Baltimore  district  they  accounted 
for  38  percent  of  the  number  and 
31  percent  of  the  amount  of  loans. 

Other  types  of  farming  in  re- 
lative order  of  importance  as  far 
as  number  of  farmers  financed 
was  concerned  were  cotton  with 
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14  percent;  cash  grain  9 percent; 
and  poultry  with  2 percent.  Thir- 
teen percent  of  the  loans  were 
used  to  finance  types  of  farming 
where  other  products  were  major 
sources  of  income. 


Type  of 


About  75  percent  of  the  bor- 
rowers from  production  credit 
associations  on  June  30,  1956, 

were  full-time  farmers;  18  per- 
cent part-time  farmers  (farmers 
who  received  a third  or  more  of 
their  gross  income  from  off-farm 
labor);  6 percent  partnerships; 
0.3  percent  corporations;  and  0.6 
percent  types  not  specified 
(table  12). 

Census  data  provide  some  com- 
parisons with  respect  to  the  share 
of  production  credit  association 
loans  going  to  part-time  farmers. 
In  1954  there  were  about  3,902,000 
farms  (not  including  about  881,000 
residential  and  abnormal  farms) 
of  which  574,575  or  nearly  15  per- 
cent, were  classified  as  part-time 
farms.  This  proportion  is  less 
than  the  18  percent  of  all  pro- 
duction credit  association  loans 
obtained  by  part-time  farmers. 

The  number  of  full-time  farmer- 
borrowers  ranged  from  86  percent 
in  the  Omaha  district  to  65  per- 
cent in  Louisville.  Nearly  30 
percent  of  all  farmer-borrowers 
in  the  Louisville  district  were 
part-time  farmers;  25  percent  in 
Baltimore;  and  20  percent  in 
Houston.  In  general,  the  number 
of  part-time  farmers  is  highest 
in  areas  near  cities  where  other 
work  is  readily  available.  It  was 
lowest  in  the  Omaha  and  Spokane 
districts. 

Full-time  farmers  accounted 


By  comparison,  the  1954  Census 
of  Agriculture  shows  about  16  per- 
cent of  all  farms  are  primarily 
livestock  farms;  Ilf  percent  dairy; 
11  percent  cash  grain;  11  percent 
cotton;  and  3 percent  poultry. 


Operator 


for  73  percent  of  the  total  credit 
advanced.  While  part-time  farm- 
ers accounted  for  18  percent  of 
the  number  of  farmer-borrowers, 
they  had  only  8 percent  of  the  total 
amount  of  credit  advanced 

While  only  6 percent  of  all  bor- 
rowers were  partnership  opera- 
tions, they  accounted  for  14  percent 
of  the  total  credit  advanced.  This 
would  indicate  that  in  general 
partnership  operations  tend  to  be 
larger  than  single  farmer  opera- 
tions. The  same  was  true  of 
corporations  which  accounted  for  * 
only  0.3  percent  of  the  total  num- 
ber of  borrowers  but  3f  percent 
of  the  amount  of  credit  advanced. 

The  number  of  partnerships  was 
highest  in  the  Berkeley  district, 
accounting  for  14  percent  of  all 
borrowers.  In  Spokane,  partner- 
ships accounted  for  11  percent;  in 
Wichita  9 percent;  8 percent  in 
Omaha;  7 percent  in  Springfield; 
and  6 percent  in  Columbia.  The 
Baltimore,  New  Orleans,  and  St. 
Paul  districts  had  the  smallest  num- 
ber, with  only  4 percent  of  the  bor- 
rowers operating  as  partnerships. 

About  10  percent  of  the  amount 
of  credit  extended  in  the  Baltimore 
district  was  to  corporations,  7 
percent  in  both  Berkeley  and 
Spokane,  6|  percent  in  Wichita, 
and  about  6 percent  in  Omaha.  In 
two  districts  --  St.  Paul  and 
Houston  --no  incorporated  farms 
were  included  in  the  sample. 
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Borrowers' 

About  62  percent  of  the  borrowers 
had  net  worths  within  the  range  of 
$10,000  to  $99,999  (table  13). 
Nearly  26  percent  had  net  worths 
of  $3,000  to  $9,999.  The  most 
common  net  worth  group,  however, 
was  $10,000  to  $24,999  which  in- 
cluded 35  percent  of  the  borrowers. 

Since  the  larger  loans  generally 
are  made  to  borrowers  having 
greater  net  worth,  the  5 percent  of 
the  borrowers  who  were  worth 
$100,000  or  more  accounted  for 
31  percent  of  the  amount  loaned. 
On  the  other  hand,  the  7 percent 
who  were  worth  less  than  $3,000 
received  only  1.4  percent  of  the 
credit  advanced. 

There  were  striking  differences 
between  districts  in  the  distribu- 
tion of  the  net  worths  of  the  bor- 

Tenure  of 

Owner-operators,  including  part 
owners,  obtained  81  percent  of  the 
total  credit  advanced  by  production 
credit  associations  in  the  year 
ended  June  30,  1956,  and  accounted 
for  76  percent  of  all  borrowers 
(table  14).  Tenants  obtained  17 
percent  of  the  credit  advanced  and 
accounted  for  21  percent  of  all 
borrowers.  Landlords  obtained 
less  than  2\  percent  of  the  credit 
advanced  and  accounted  for  less 
than  3^  percent  of  the  borrowers. 

By  way  of  comparison,  the  1954 
Census  of  Agriculture  shows  that 
about  75|  percent  of  farmers  in 
the  United  States  were  either 
owner-operators  or  part  owners, 

Age  of 

The  age  distribution  of  produc- 
tion credit  association  borrowers 
in  1956  was  similar  to  that  of  all 


Net  Worth 


rowers.  The  largest  percent  of 
loans  made  to  borrowers  worth  less 
than  $3,000  was  in  the  Columbia 
and  New  Orleans  districts  where 
13  percent  and  17  percent  of  the 
number  of  loans,  respectively, 
were  to  such  borrowers.  There 
was  a relatively  large  share  (11 
percent)  to  this  net  worth  group  in 
the  Houston  district  also. 

In  the  Berkeley  district,  on  the 
other  hand,  29  percent  of  the  bor- 
rowers were  worth  $100,000  and 
over.  These  members  received 
65  percent  of  the  loan  proceeds  in 
that  district.  A fairly  large  share 
of  loan  proceeds  also  went  to  this 
net  worth  group  in  the  Wichita 
and  Spokane  districts,  accounting 
for  42  percent  and  44  percent, 
respectively. 

Borrowers 

24  percent  were  tenants,  and  about 
\ of  1 percent  were  managers. 

The  number  of  owner-operators 
was  highest,  92  percent  of  all 
borrowers,  in  the  Springfield  dis- 
trict. In  Berkeley  and  Spokane, 
84  percent  were  owner-operators; 
and  in  Baltimore  and  St.  Paul,  81 
percent.  In  Houston  and  Omaha, 
33  percent  of  all  borrowers  were 
tenants. 

In  the  Springfield  district,  about 
93  percent  of  all  credit  advanced 
was  to  owner-operators;  in 
Spokane,  90  percent;  in  Baltimore, 
89  percent;  in  Columbia  and  Wichita, 
88  percent;  and  in  Berkeley,  86 
percent. 

Borrowers 

farmers  as  shown  by  Census 
figures  for  1954  (table  15).  The 
main  differences  were  fewer 
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production  credit  association  bor-  35  to  44  year  bracket.  The  com- 
rowers  in  the  65  years  and  over  parison  by  age  groups  is  as 
age  classification  and  more  in  the  follows: 


Age 

classification  FCA  borrowers  All  farmers 


Percent  of  total 


Under  25 

2.0 

1.9 

25  - 34 

15.7 

13.  2 

35  - 44 

29.3 

23.4 

45  - 64 

44.6 

44.9 

65  and  over 

8.4 

16.6 

Total 

100.0 

100.0 

Farmer-borrowers  under  45 
accounted  for  60  percent  of  the 
total  credit  advanced  in  the  St. 
Paul  district;  53  percent  in  Louis- 
ville; 51  percent  in  St.  Louis; 
50  percent  in  Baltimore;  49  per- 
cent in  Spokane;  and  48  percent 
in  three  districts  --  Springfield, 
Omaha,  and  Berkeley. 

Farmer-borrowers  under  45 
accounted  for  57  percent  of  the 


number  of  farmer-borrowers  in 
Omaha;  53  percent  in  Spokane;  49 
percent  in  Louisville,  St.  Louis 
and  Berkeley;  and  48  percent  in 
the  Springfield  and  Houston  dis- 
tricts. 

While  only  2 percent  of  the  bor- 
rowers were  under  25  system- 
wide,  Spokane,  Houston,  and 
Louisville  had  about  3 percent  in 
this  age  group. 


Table  1.  - Total  non- real  estate  debt  outstanding  July  1 , 1945-56,  and  percent  held  by  prin- 
cipal lending  institutions1 


H CM 


Excluding  loans  guaranteed  by  the  Commodity  Credit  Corporation. 
•Excluding  Puerto  Rico. 


PRODUCTION  CREDIT  ASSOCIATIONS 
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Table  6.  - Average  per  annum  rate  of  interest  income  and  loan  service  fees , during  1955  and 
1956,  by  Farm  Credit  districts 
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lA  farm  was  classified  as  "general"  when  a farmer  was  engaged  in  producing  products  none  of  which  amounted  to  50  percent 
of  his  total  sales  of  farm  products.  When  sales  of  a product  exceeded  50  percent  of  the  total  farm  sales  the  farm  was 
^classified  by  that  type  of  product. 
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;Includes  only  one  age  for  partnerships  and  corporations 
Excluding  Puerto  Rico. 
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